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Tennessee!, this Court has accepted fromthe United States District

Court for the Mddle District of Tennessee a certified question of

| aw regarding the effect of the 1996 anendnent to Tenn. Code Ann.
67-5-1512(b)(2) on the calculation of interest on property tax

paynments and refunds.

The petitioners, Northwest Airlines, Inc., Federal Express

Corp., American Airlines, Inc., Flagship Airlines, and Delta Ar

n 2

Lines, Inc., which are “commercial air carrier conpanies, and

8

petitioners CSX Transportation, Inc., and Illinois Central Railroad

Co., which are “railroad conpanies,”® filed suit in the district

court against the respondent Tennessee State Board of Equalizati on,

alleging that the State’s assessnent of the petitioners’ ad val orem
property taxes for 1990, 1991, 1992, 1993, 1994, and 1995, “ resulted

in discrimnatory taxation in violation of certain federal statutes.

5

The parties reached a settlenment of all issues presented in the case,

b “The Supreme Court may, at its discretion, answer questions of |aw
certified to it by . . . a District Court of the United States in Tennessee
This rule may be invoked when the certifying court determ nes that,

in a proceeding before it, there are questions of law of this state which wil

be determ native of the cause and as to which it appears to the certifying

court there is no controlling precedent in the decisions of the Supreme Court

of Tennessee.” Tenn. R. S. Ct. 23

2 See Tenn. Code Ann. § 67-5-1301(a)(12) (Supp. 1997).

See Tenn. Code Ann. 8§ 67-5-1301(a)(1) (Supp. 1997).

4 CSX did not challenge its assessment for 1993, and Illinois Centra

only challenged tax years 1994 and 1995.

®The airlines asserted that the Board's assessment violated 49 U.S.C. §
40116(d) (1997) of the Tax Equity and Fiscal Responsibility Act of 1982. The
rail roads asserted that the assessments chall enged violate section 306 of the
Rai l road Revitalization and Regul atory Reform Act of 1976, 49 U S.C. § 11501

(1997).
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except the issue before this Court, the appropriate interest rate to
be applied to refunds and additional paynents due. The settl enent

was approved by the district court. Pursuant to the settlenent, the
petitioners owed taxes to sone counties and nunicipalities and were

due refunds from ot hers.

Specifically, the certified question is as follows:

Whet her any or all of the present paynents or
refunds of property taxes for tax years 1990

t hrough 1995, all of which paynments and refunds
wll be nmade after April 22, 1996, shoul d be
cal cul ated at two percentage points bel ow the
conposite prime rate as provided by Tenn. Code
Ann. 8 67-5-1512(b)(2), as anended effective
April 22, 1996, or whether sonme or all of the

i nterest should be calculated at the conposite
prime rate as provided by Tenn. Code Ann. § 67-
5-1512(b)(2) prior to April 22, 1996 and in
effect during the tax years in question?

The property of railroad and commercial air carrier
conpani es i s assessed for state, county, and nunicipal taxation by
the conptroller of the treasury. Tenn. Code Ann. 8§ 67-5-1301 (Supp.
1997). Those assessnents are subject to review by the State Board of

Equal i zati on, which nmakes the final assessnents. 1d.

Tenn. Code Ann. 8§ 67-5-1512 provides that if an assessnent
of property tax nade by the Board of Equalization is challenged, the

t axpayer may pay either the full tax assessnent to the |ocal taxing



1 jurisdiction, Tenn. Code Ann. 8 67-5-1512(b)(1)(A)(ii)(a), or pay the
2 undisputed portion of the tax to the local taxing jurisdiction, Tenn.
3 Code Ann. 8 67-5-1512(b)(1)(A)(ii)(b). When the proper assessnent is
4 finally determ ned, interest on the underpaynent or overpaynent is
5 inposed by Tenn. Code Ann. 8 67-5-1512(b)(2)(A) and (B). Prior to

6 April 22, 1996 that provision read as foll ows:

7

8 (b)(2) (A Except as provided in subdivision

9 (b)(2)(B), if the taxpayer has nmade a paynent in
10 accordance with subdivision (b)(1) and prevails
11 on appeal, the county or nunicipality shall pay
12 interest at the rate of the conposite prine rate
13 as published by the federal reserve board as of
14 the date such taxes woul d have normally becone
15 del i nquent. Such interest shall be cal cul ated
16 fromMarch 1, or the date the taxes woul d have
17 becone del i nquent under the municipal charter;
18 provi ded, that in any county included in the

19 provi sions of Acts 1989, ch. 550; 88 8-21 or in
20 any county which by private act adopts simlar
21 provi sions to those contained in such provisions
22 of Acts 1989, ch. 550, the delinquency date

23 shall be February 1. Such interest shall be

24 cal cul ated upon the anmobunt paid in excess of the
25 taxes due as determ ned by final action of the
26 state board of equalization or the assessnent

27 appeal s comm ssion. |If the taxpayer |oses or

28 wi t hdraws the appeal or it is determ ned that

29 taxes in excess of the anobunt paid, if any,

30 pursuant to subdivision (b)(1l) are owed, then

31 such taxpayer shall pay, in addition to such

32 amount, interest at the same rate on the bal ance
33 of the anount due as provided in this

34 subdi vi si on.

35

36 (B) If the taxpayer prevails in any appea
37 to the local or state board of equalization, the
38 county or nunicipality shall, within sixty (60)
39 days fromthe date of the final action by the

40 state board of equalization or assessnent

41 appeal s comm ssi on, refund any overpaynent in

42 taxes together with interest thereon at the rate
43 of the conposite prinme rate as published by the
44 federal reserve board conputed fromthe date the
45 over paynent was nade until the date refunded.

46 The provisions of this subdivision (b)(2)(B)

a7 only apply in counties having a popul ation
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greater than seven hundred seventy thousand
(770,000) according to the 1980 federal census
or any subsequent federal census.

(Enphasi s added.)

Section 2 of chapter 787 of the 1996 Public Acts anended
the statute by deleting the words “at the rate of the conposite prine
rate,” in subdivision (A) and (B) and substituting the words “at the
rate of two (2) percentage points below the conposite prine rate.”

The anmendnment becane effective April 22, 1996.

The taxpayers contend that the post-anmendnent rate should
be applied even to interest accruing prior to the anmendnent’s
effective date, April 22, 1996. They al so contend that because the
certification of a final assessment by the state board of
equal i zation for each taxable year will not occur until after
April 22, 1996, application of the 1996 amendnent woul d not be a
retroactive application. They argue, in the alternative, that the
anmendnent shoul d be applied retroactively to the interest due on

unpai d or overpaid taxes.

In Tennessee, anmendnents to tax statutes are presuned to
be prospective in application unless an intention to the contrary is

clearly expressed. For exanple, in Nashville Ry. & Light Co. V.
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Norvell, 122 Tenn. 613, 124 S.W 613 (1910), the issue was whether a
back assessnent coul d be based on an anmendnent revising the nethod
for assessing the property of street railway conpanies. The Court
stated, “the act of 1905 [providing the new nethod of assessing
street railway conpani es] was wholly prospective in its operation, as
statutes usually are unless the contrary clearly appears.” 1d. at
614. In reaching that decision, the Court in Norvell relied on what

is currently Tenn. Code Ann. § 1-3-101 (1994):

The repeal of a statute does not affect any
ri ght which accrued, any duty inposed, any
penalty incurred, nor any proceedi ng conmenced,
under or by virtue of the statute repeal ed.

And nore recently, in Wods v. TRW 1Inc., 557 S.W2d 274, 275 (Tenn.

1977), the Court held that amendnents to statutes dealing with the
coll ection of taxes are presumed to apply prospectively. Prior to an
anmendnent in 1973, the statute in question provided that the

Depart nent of Revenue had a period of six years in which to institute
proceedi ngs to coll ect taxes, including corporate, franchise, and
exci se taxes. The tax year involved was 1971, for which the
corporate taxpayer filed its franchise and excise tax return in 1972.
Under the pre-1973 anendnent, the Departnent had until January 1,
1977 to commence proceedings to collect additional taxes. |In 1973,

at which tinme no assessnent for additional taxes had been nade by the
Departnent, the Ceneral Assenbly enacted an anmendnent which shortened
the period of limtations to three years. Under the anended statute,
if it applied to the taxpayer in question, the departnment had until

Decenber 31, 1975 to make an assessnent. An assessnment was nmade on



1 March 19, 1976. The Court held that the General Assenbly had the

2 authority, under the United States Constitution and the Constitution

3 of Tennessee, to enact an anmendnent regarding the collection of taxes
4 that had a retroactive effect, but, in the absence of clear |anguage

5 to the contrary, it would not interpret such an anmendnent to be

6 retroactive. The Court stated as foll ows:

7

8 We do not question the authorities cited by the
9 Chancel l or and by the taxpayer to the effect

10 that the | egislature has the general power to

11 make many ki nds of statutes, including

12 [imtations for collecting taxes, retroactive to
13 prior years, if it clearly expresses such an

14 intention. Odinarily, however, statutes

15 enacted by the CGeneral Assenbly are given

16 prospective operation and will be so construed
17 unless a clear intention to the contrary is

18 found in their provisions. See Cates V.

19 T.I.ME, D.C, Inc., 513 S.W2d 508, 510 (Tenn.
20 1974); Jennings v. Jennings, 165 Tenn. 295, 303,
21 54 S.W2d 961 (1932; Dugger v. Insurance Co., 95
22 Tenn. 245, 249, 32 SSW 5 (1895).

23

24

25

26 1d. at 275.

27

28 In Electric Power Bd. of Metropolitan Governnent of

29 Nashville and Davidson County v. Wods, 558 S.W2d 821 (Tenn. 1977),

30 the Court again affirnmed the principle that statutory amendnents

31 dealing with the enforcenent of tax collection are presuned to be

32 prospective in operation. In that case the Nashville Electric

33 Service was assessed a penalty for delinquent sales taxes for tax

34 year 1975. The Court held that a 1977 statute authorizing the

35 departnent to waive penalties in cases of clerical error should not
36 be applied retroactively: “In the absence of legislative intent or a

37 necessary inference that a statute is to have retroactive force, an
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act of the legislature is to be given prospective effect only by the

courts.” 1d. at 825.

In cases cited by the petitioners supporting a retroactive
application, the anendnents contai ned express | anguage providing for
retroactive application or the retroactive application was not at

i ssue. See e.qg., Conbustion Engineering, Inc. v. Jackson, 705 S.W2d

655 (Tenn. 1986), Genesco, Inc. v. Wods, 578 S.W2d 639 (Tenn.

1979), State v. Bone, 183 Tenn. 78, 203 S.W2d 362 (1947), Sherril

v. Thomason, 145 Tenn. 499, 238 S.W 876 (1922), and Myers v. Park,

55 Tenn. 550 (1875).

In the case before the Court, the 1996 anendnent does not
provide that the interest rate be applied retroactively.
Consequently, the newrate of interest should be applied on and after

the effective date of the anendnent. Cf. Noe v. City of Chicago, 307

N. E.2d 376, 379 (II1Il. 1974).

The answer to the certified question is that only the
i nterest on paynents or refunds of property taxes accruing after
April 22, 1996 are to be calculated at two percentage points bel ow
the composite prine rate under Tenn. Code Ann. 8 67-5-1512(b)(2)

(Supp. 1997).



The clerk will transmt this opinion in accordance with

Rul e 23, Section 8 of the Rules of the Suprene Court.

The costs in this Court will be taxed to the petitioners.

Lyl e Reid, Special Justice

Concur:

Anderson, C. J., Drowota, Birch
and Hol der, JJ.
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